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The Outlook for Consumption

Ey Ralph . Wood

ONSUMER spending in recent months, adjnsied
for custoroary seasonn! declines, has exceeded all
pravious penks incuding the bonner year 1929, Re-
tail eales in the latter yeor aperegated between 48 and
49 Lillion dollors; July 1941 retail sales, seasonally od-
justed, were ot sn snnual rate of approximately 5o
biltion dellexs, Total consumer expenditures, which
include services ¢a well n2 goods, have been eatimated
ab 72 Billion dollars for 1929, while the total for 1941 is
expacted to exceed 75 ballion, As retnil prices of goods
and services are still roughly 15 percent lower than the
1029 wverage, the incresse in the physical volume of
goods and real value of serviees pwrchased is much
groater than the comparative doilar volvmes suggeat.
Total retail sales during the first 7 months of 1041
ware 18 percant above the enme period of 1940, with
retailors of durablea recording & goin of 33 perpent and
thaose aa]lmg nondurables incrensing sales 13 percent,
The rise i the scasonally adjusted indax of total retail
selea iz shown n Sgure 11, Paré of the advance has
rapresented higher prices; however, the physical voluma
of goods purchased hes expanded ubout 13 percent.
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Ezamples of sales of mdividual commodities or in-
dividunl lines of husiness in the first 7 months of 1941,
contrasted with recont years, show even more clearly
the extent &0 which consumer takinga hove risen wnder
the impatus of the defense program. The record totsl
of 2,804 000 pessenger antomobiles eold during this
period excesded by 35 percent the number sold in the
first 7 months of 1040, Likewise, sales by independent
furnitvre, household equipment, and ridio stores were
up by one-lourth and thoss of jawelry stores nearly o
third.

The sales advauce in pondurable lines was also siz-
gble, though less 8o then in the cose of the durables.
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Thus department store salea, which in July on a sanson-
plly adjusted besis were back &0 the 1820 peaks, were
up in the first 7 months by 18 percent over the sama
period laat year, while rural anles of ganeral merchandise,
now higher than all previous pesks, were 19 percent
phend of 1940, Comporative anles incranzes for selected
nondurnble lines ave shown in figure 14, page 20,

The Level of Expenditores,

It may be asked whether consumer expenditures this
year have been abnormally high in relation to income.
Consumer purchases of coursa vary directly with
chenges in the level of income and employmant, though
the incrense in expenditura doas not for most individuals
equal the inoresse in income, as part of the latter is
soved.

From the standpeint of consumer expendituces, the
pasé yesr—but particuberly $he past hatf-year-—hns
been an exceptional period, not only beceuss of the
high and tising level of income but also because of such
factors a8 the rate of riss, the outlook for o lomg-sus-
toined period of great activity, ecarcity of mntericle
with indicationa montha ago of the probability of
output curtailment in some lines, and the iesr of m
uninterrupted prica rise. All these factors might bove
boen expected io creete auticipatory buying, with o
congequent expenditure volume greater than that which
ordinarily would have accompanied an income rise of
similar magnitude,

Ta determina whather retail =salea have beon out of
line with expectations based on the past relaticnship
of retail volume to income, estimates of retail soles in
the first half of each yenr from 1935 throngh 1940 have
boan charied sgainst income payments for the same
periods, and o line of estimate fittad to the remilting
sontter.  As oan be geen in fipuva 12, during the period
covared o remarkably close arepeintion existed hetween
income paymente and roteil sales. Becavsa the deri
vation of each seties wae entirely independent, for all
practical purposes, of the derivation of the other, the
degrea of correlation between them is highly sig.
nificant.!

The dsot represanting the sales of all retail stores
during the first half of 1941, the poaition of which had
no effact on the position o glope of the line of eatimats
{which wna fitted to the data for 1935 through 1940
only), fallz squarcly on the lina. Although the fnct
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thot sctual nod cxpected results were identical may be
partly an accident, it iz significant that the points for
all hali-years of the entire period are either tn or ex-
tremely c¢lose to the fitted lina, The chart sugpests
two conclusions: (a) that the relationship between
income payments and reinil aples in usually very close;
{b) that the relationship during the first heli of 1441
wea very much im line with the patlern for recent years,
go for ne total retnil snles ore comcarned.

In the middle and bottom asctions of figure 12, sales
of nondurebles and enlea 6f "‘durables ore plottcd sepn-
rately against income poyments in half-year totals.
Hera ohief interést attaches to ucable zoods snles for
the firat half of 1941 in relation o incons, sines anfic-
ipatory buying would Lave been expected {0 nve o
greater effect on goods of this charocter, under $he
conditions prevailing in recent months,
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As can be seen in the figare, the volume of such sales
pctially was bigher thay the amount suggested by the
line of patimate as probable for that ievel of income.
Howaver, the amount, of the difference cannat be con-
sidered very extroordinary, particularly in wview of the
margin of error te which the retail solea estimates
are subicet.

Figure 13, showing the relation of factory anles of
houschold refrigerators, ranges, and vacupm cleaners
&0 imcome pnyments, tends 1o suppord the belief that
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whilo some forward buying was undertaken by con-
sumers, it was not extraordinerily Inrge. As notod,
the only data availabls are fuctory sales, and while theso
are not sirictly comparable with retail sales the results
of n correlation with income poymonts should not be
sighificantly different. _

If tho large durnble salea did represent anticipatory
buying to oay degree, one would expect o alight curb
to be placed on the inersase In puzchasiog of non-
durables. For while consumer credit limite the im-
mediate out-of-pocket-drain caused by the purchase of
o expensive durabie item, down payments and monthly
instollments aye usually subsisntiol snough to compel
many buyers to cub corners on their expenditurea for
ather kinds of goods. Thus, it is not surprising that
the ingrenss in the purchasing of nondurables during the
first half of this year fell somewhat short of the gain
that would have besn predieted from the lme of
cstimnta. .

The Qutlnok for Consamption.

" During e decade of the thirtics the foctor limiting
the volume of sonsuinplion was the relatively low lovel
of ineome., While the conditivne responsible for this
low incornn were complicated, thoy renterod chiefly
aroupd the small volume of private nvestment. The
physieal resourees of the eountry would hava permitted
a much greater output of consumers’ poods end anvioes -
in that whole poried if the offective domand had been
prisent. :

Owor the indefinte futurs, aggrogate consumption
will not he detarmnined primarily by the level of income,
but by the supply of goods and services available te
consnmers.  Shortages of materials, squipmaont, plant
(and possibly, later on, labor) will limit production of
some specific goods and services. -This limitntion in
turn would ordinnrily restriet the rise in consumers” .
money income. However, the expsnsion of defensn
expenditures from 11 or 12 hillion doilors in 1941 to
bettor then 20 billions in 1942 will muek more than
offset nuy curtoilment of consumer como cawsed by
curteiled production of consumers’ goods. Any in-
creaso in private investment will be stilt a furthor offaet.

Inerassed texes ond savings (ineluding purcheses of
defense homde) will absorb some of the incrense in
monay income of consumers.  But 4z the ndded tax and
defense-bond progruma were desipued in part for the
very puwpose of withdeawing fundz of consumers in
order to limit inflationary pressure on prices, it may ba
nesumad that the extont o which these proprams are
pressed will be o funetion in port of the civilian supply
of goods and services, If soch supplics cammot be
expanded sufficiently, or ¥ appregate supplics are
actually reduced, the need for “mopping up® junds will
ba more urgent, _

The ovtlook for coneumption can therafors beat ba
viewed by examining the supply situation in some of
the major areas of consumner demand.
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Consumer Burable Gonds.

This is the ares in which cortailment of civilian sup-
plias will he most certmin and drastie, for such produe-
tion competes divectly with defenss for scarce mnterials.
Moreover, it is the nres in which equipment, monoge-
ment, and lakor gre espacially adoptable to evnversion
for defense usa.

Befors the end of August, curtsilment schedulss had
sithar been sonounced or were khown to be under
consideration for avtomobiles, hovsehold refrigerators,
houschold laundry equipment, vasuum cleancrs, meinl
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furniture, snd a number of other durable items, The
general plan of curtailment provides for o relatively
moderate <ub at the beginning, but incressing enough
in subsequent mooths to effact, for the model yoar now
under way, redoctions se high as 50 percent from outpug
in the model year recently ended. Thus the anto cui,
which for the first 4 months of the model year will
reduce output enly 263 percent below thut of the same
monbhe of 1940, must rise v §2 percent in the closing
months of the model yerr t0 accomplish a 60 percent
reduction for the full 12 months.

For the period August 1940 through July 1941,
tahble 1 liste domestic shipmonts, with cetimoted value
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b retall, of & number of consumer durahls commetlitiog,
including those for which restrictiva messures have
alrendy been announced. It is obvious From the value
figures that by far the greateat diversion of purchasing
powser and the greatest fresing of produstive resources
that would result from & horizental 50 percant ent in
output of oll thess commedities would be in the aute
production cut.

Table 1 dves not includoradio and phonograph agquip-
tnent, for which cwrrent ouiput data are not readily
awailable. Estimsted radio and phonegraph output for
the domestic market in the perind Avpust 1040 July
1941 iz belioved {0 have had an aggregate retail velus
of roughly 600 million dollars. Sales of noneleotrical
heating and cooking oquipment (exclusive of installa-
tions in newly construetad houses) probobly had 2 valus
at loast equal to thet estimeted for radiss and phono-
grapha, The value of household metel furniture pro-
dustion iy estimatad vory roughly at 125 to 15¢ million

" dollaps,

Tabhla l-Fumurr Shipmenots and Retall Yalues of Selected
Conmumer Dorablos, Augast 1940-Tuly 1841
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If eutput of all itema listed in toble 1, togeiher with
radie-phonograph equipment, neneloctrical hesting and
cooking equipment, oil-burner equipment, snd miscel-
lnneous small electricel applisnces (fons, mixers, hot
platas, coffee malkers, ele.), weva ta be cut 30 percent,
it is estimated thot the volume of expenditures on such
gooda would be reduced by nearly 3 billion dollars from
expendifures during the 12-month paried that ended in
July. If the prices of the units eold next year art
higher, the indicated reduction would bo somewhat less,

Curtoitment may not be epplied to the antire group
of iterne disoussed above, and of the eurtailments that
nre made, some moy be less than 50 percent. Tha eati-
mata of the mapnitude of the reduction of expenditures
must therefors be regarded o8 very tentative. Tn nddi-
tion, reduced supplies of new consumer durables are
likely to lower the rate st which old unita ore acrapped.
This may incrense expenditure for meintensnce and
repair, an important itern for automobilas. Soch ex-
penditures will of course be conditioned in port by the
abilify of consumers to vse their e,  In this connaee-
tion the availability of rubber sod gascline will be of
considerabla impertance.

Under the rubber rationing progrom sonouuced by
the Office of Produciion Menoagement in June, rabber
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consutnption during the inst half of 1941 will approxi-
mats 300,000 long toms, sbout 30 percent under con-
sumption i the first half of this year and neardy 10
parecnt under the lost half of 1040, Expansion of syn-
thetic vubber production will net be rapid enotgh to elim-
innts in the near futurs the need for reduced consump-
tionof crude. Annugl synthetie production is expected
to rench 80,000 tons by 1843—mors than 4 times cur-
rent synthetic production, but far below the annual rote
of consurmpiion of erude prevailing in the firet holf of
1341,

Curtailerd rubber consumption will probably menn
some reduction of tire production for replacement.
About 40 percent of 1940 erude consumption went into
domestic tire and tube replacements. To mainiein
replacement ouiput at firet half-levels in the facs of o
30-percant ont in aprregats crude rabber conspmpiion,
consumption for el other purposss (ineluding tire
production for original equipment) would have to ba
eut around 5 percent. Reduced demend for original
equipment resulting from the cut in production of
passengsr automobiles ond light rucks will mean some
saving of rubber, thowgh pot aa high as 5O percent,
especinlly in the first half of the tuto model year on the
basis of schedoles now indicatod. Thanand for original
equipment Hres for hanvy trocks is incrensing,

Total tire atacks on July 1 were estimated at 13,877,
000 caginga, about equnl to enles for 4 monthz at the
rate of purchaszing during the first half of this year.
Though these stapkns should enshion the impnet of any
curtailment, it wanld sesm undesirable to allow stocks
to be seriously drawn down merely to maintain current
ratail males, at a time when the adequacy of fubvra
rubber supplics is atiil uncertain,

The petroleam supply gituation ns putlined in thess
pages in July was shoarply modified by the amounge-
ment of plans to transfer PO tankerz from the Gulf-
Atlantic coast trade to British use, in zddition ta tha 50
transferred in May., In view of the prospect of increas-
ing s¢argity -as the tanker trensfer is cerried out, a
10 parcent, eut in deliveries of gasolins slong the Eastern
seabonrd was ordered oo Avgust 15,

The not deficiency in motor fuel supplics likely to
reanlt from the trensfer of 150 Gonmkers to British use is
difficult to estimate. As the normal teaker complement
prior to the transfer of the firat 50 was about 400,
transfer of 150 will mesin a yeduction of more than o
thind, Thiz deficiency will be eliminnted ultimately by
consfruction of new tankers, borges, and pips lines,
None of these remedies will affect the situstion ma-
terinlly in loss than 6 months, However, it is possille
that some foreign tankers noquired by the American
{Governments mey ba pressed into service, though these
would not alter the situation sppreciably.

Assuming that motor fuel supplies (which in 1840
accounted for about 40 percent of refined petroleumn
products) arve only cut by the some proportion es total
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petreleum supplics, and sllowing for some transler by
roil and for some sharing of the defitiency by the rest of
tha counfry (but not for the use of any foreign tenkers)
the net Eastern curtailment in the event of the trons-
fer of 150 tankers might eventunlly teach 15 or 20 per-
cent, instend of 10 percent. Private car uee would be
cut to an even greater extent sinoce trucks, busses, and -
axis will probably be curtailad not at all or lesa than
privitely ownoed enrs.

Apparel: S1E aod Eayon.

Limnited raw maborial supphcs #od plané capacitios
in eome branches of the textile mdustry will malse for
rolative shorteges of certain typos of apparsl, especiolly
thase branches uaing ailk, nylon, and rayon.

Monthly row silk consumption in the first ¥ mentha
of 1041 avernged 24,300 bales, Total stocks in or
sfloat to the United Stetes at the end of July wers in
the neighborhood of 100,000 bulea (incloding an eati~
maeted 35000 bales in the hands of manufactiurers).
Thue, ovailable supplies did not exoeed 4 inonths’
eoneumption ot the January-July rate, In view of
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this t‘a.r.:t., nm:l in view of defense roquiremoats of
substantial amounts of silk, the Office of Produotion
Muanagement on Augnst 2 ordered the cessstion of all
raw silk processing by nondefense industries, Simce
80 percent of raw silk consumption went into hosiery
in 1940, this iodustry has borne the brunt of ihe
curtailment.

Though nylon supplies nre rapidly expanding,. ther
are not yei adequeie to fill the gop lefi by the corinil-
ment of silk, Even elter the deubliog of nylon yorn
copecity by the mid-summer of 19842, mills will be able
to supply nylon or part nylon hose equal only ta ahout
40 percent of 1942 full-fashioned bosiery requirements.

Tnereased araounts of kayon have been mads availabls
to former row sillc users, but the supply of rayon vaxns
suitable for mse in the maling of high quality all-
rayon hogiery is extremely limited, Lisle and other
suitable cotton yarns are also avnilable jor hosiery, .
sad maintenance of sufficient f{ull-fashioned hosiery
sipplies in the near futura will depend largely on tha
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availability of aceaptable eotton yarna. Finespun
lisle ie ruite sesree, bui domestic supplies probably
enh be augmented by importation from Britein,

Incrensed ollecotion of rayon to the sill indusicy
hase intensifisd the existing shortoge in rayon, whers
yarn and séapla fiber deliveries have heen on an allot-
ment basis for some months. Raron output has been
expanding, but is etill inadequnte to mest current
demond. Table Z shows the praduction, consrmption,
and stocks of rayom filament yorm, and production,
imports, and total amounts avnileble for consumption
of rayan staple fiber, for the first half of each yeor
fram 1937 throngh 1041,

Tabla 2.=Eayon Production, Consampton, anl Svocks,
1937-41 (Firet 6 Months)
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For 1941 28 n whole, filament yen deliveries will
probobly reach 450 million pounds, while ataple fber
avoilable for consumption is estimated at 130 million
pounds. Thess totals would represent increases gver
1940 of 15 percent and 331 percent, respectively, De-
spite these increases, supplies will not ba edequuie to
meet demnnd, Rayon preduction is always on a con-
tinuows bunsis, so there is no possibility of expandiog
cutput {ns thare ia in the case of cotton and wool tex-
tiles) by imcreasing to 2-shift or 3-shift operations.
Plunned copacity increases by the middle of 1942, if
ot deloyad by raw moteriol shoriages, would provide o
very small expangon in copacity.
Wool.

In spite of an nll-time-high rate of mill consunmpiion
of wool there is no imminent serious shortage of raw
wool supplies, However, some sonsumers of certain
yarns end fobries are experiencing diffieulty in obtaining
prompt delivery and in expanding operntions to_full
3-shift enpacity. The quarterly wool stock report for
the end of Juna rlowed that apparal wool stocks of 208
million pounds (seoured basis) at that time wera §2
parcent higher then in the middle of 1940, snd wara
equal to 5 months’ supply at the rate of conmumption
avernged in the first hall of 194k, The atock fipares
inchude stocks hald by and afloat to dealers, topmakers,
and menufactarers; they do not include the fairly larpe
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quantitias held on farms and rooches in producing
Rtates. Moreover, apparel wool impariz for consumpe
tipn, which in the firsé half of 1941 were more than
friple those of & year previous, and which wera equal
to about 75 pereent of mill consmmnpiion in thea pariod,
are axpected to conlinue ot & very high rate.

A similar situntion exisia in respect to carpset wool, as
and of June atoelks wera neardy equal to consumption in
the entire firat half of the year, Cerpet wool imports in
the first holf wera about 2¢ percent grsater than con-
sumption. Thesa are expectad] to continue heavy,

The wool supply picture ia clowdad chiefly by the
extont tio which we have become dependent upon raw
wool imporis for apperel uze. To Ghe 10-year period
193029, dowmestic wool produeiion (both sborn and
pulled} amounted to nealy 80 percent of domestie
consnmption of nppard wool. In 1940 the Uniied
Stetes produced nemdy 75 percent of her apparel wool
nesds, but 1941 domestic preduction (probobly b new
record output) will be less ¢han half domestic consump-
tion. Although a much greater aliare of imported wools
i# coming from Weaicrn Hamisphere (South Americon)
sourses thon formerly, the position is atill vulnerohle to
the extent that & stendy flow of imports depends on an
adequate supply of ships.

It bns beon estimated thot domestic wool goods
capacity ton nbheorb 600 million pounds of apparel wool
facoured basis) annually, even without industry-wide
$-ahift oparation, Combined civilian and military con-
sumption in 1941 will probably not exceed 500 million
pounds {which, however, would he 35 percent above
consumption in 1013, the previous record yenr). Of
this fotal, roughly 360 millice pounds will go imto

Despite nmple raw wool eupplies snd over-oll ma-
ching capacity, menulscturers of some clothing lines
hove hed difficulty in chtaining sufficient cloth deliver-
isa because a substantial amount of combing capacity
has been heavily utibzed in the ﬂ.lhng of defense con-
tracts. However, shovloges of this character are
expected to be temporary,

Cotten. ]
The cotton textile situntion is nleo characterized by

'| ample suppliss of raw materials and genarally edequats

capacity for pray goods production, but with limitad
capacity for certain types of fabrics now heavily in
demand. Dlomestic suppliss of Ameariean eotton for
ths senson beginning August 1 are currently estimated
ot about 23 million running bales, ovar 50 percent of
which represant a corry-over from tha season just ended,
This totnl is nearly double tha proboble disappenrance
in the calendar yonr 1041.

Despita adequate raw cotion supplies, scareities hava

“existed in n number of fabric markets, including both

fine- ond coorse-yarn constructions. Tucks, sheotings,
ogtaburgs, drills, twills, and denims hova heen among
tha iteres chiefly aftecied by defense requirements.
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Redueed burlap supply has prodeced a shortoge of
bogeing, crenting a heavier demand for osnaburgs,
sheetinge, and priné cloths. .

Alhough defenze buying of cotlon textiles hos had o
conzsiderable impact on certain selested types of con-
streetions, the merstse in totol demand for gray goods
hins nffected olmost all of the major clames of coiton
consumption,

Shaes.

Plant capacity of the shoe industry exceeds any
ronsonable sstimnte of vequirementz through 1942
Production of footwear in recent months has heen ot
the record rate of almost 500 million pueira per year;
plant capecity exceeds this rate by at lenst 25 percent.
Ratail shoo inventories have been increasity, indicating
that retail zales have not kept poee with the recent rate
of production, Government buying will occupy =
ralatively small proportion of shoe production facilities;
Army shos purchases in 1941 will probably not absorh
" gven § parcent of total shoe output this year.

The limiting facter in shoe production is more likely
ta ba in the supply of materials, No immedinte short-
age of hides I8 in proapect, but nbout 30 percont of
domestic cattle hide consumption s now imported; and
any interforsnce with the import flow might well canss
s stringeney of eupply., A similar situntion exists for
© teoming materigls for which the required impori
torinage ig nlmost as large a8 that tsken by hidea.

Food.

Domestic foed supplies in 1941 are greater than in
1040, nnd the ounttock iz for o further merense next
yaar. For most food items thers will be no shartages in
the sense of o raduction of supplies fram provious levels;
but production incresses in some cases will he only
moderate and will be portly absorbed by leasedend
chipments, Hence, the increass in consumption will be
smaller than that which would oceur if greater supplies
wers nrailable.

Whent supplies are mors than omple, as the total
for the crop yeor heginning July 1, 1841, is expected to
be close to 1,360 million bushels, the largest on record
nnd nlmost btwice estimated consumption, As net
exports last yenr wore under 30 million hushels, and ore
Likkaly to be small in 1941-42, & resord carry-over is
nnticipated for the end of the ewtrent senson.

In the cage of mest, rupplies in 1941-42 will probably
execod those of 1940-41, but it is doubiful if the incrense
will be suffinient to meet the increase in consumer de-
mand at oxisting prices. Watimated hog slaughter will
only be about 5 percent above thot of each of the pre-
ending 2 yenrs, while expanszion of marketings of
glanghter cattle, ns well as of shesp and lambs, is also
expectad to be modernte.

Egg produeciion in 1941 shouwld be at least 3 percent
larger than in 1940, sacond highoet production yeor on
reeord.  However, much of the inerease in egg and
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meat outpul will be taken by the Government, either
for wse here or for trensfer %0 other countrics under
lense-lend. .

SBupplies of whita potatocs will be pomewhat smoller
during the coming year, while swest potato produskion
will be nearly 15 percent higher, The expected crop of
18 million boga of dry edible beans will be one-cighth
laxger than the record crop produced last season,

Supplies of ruck crope for market during 1941 a5 o
whole will probably be lower than total produstion in
1840, due largely to weakther conditions which have
reduced yields. Supplies of truck crops for processing,
however, ore larger, owing. to the fact thai canners
contracted for much lerger acreages of el processing
truck crope for the 1841 season. In consequence, this -
soason’s paek of 12 imporicnt seasonnlly canned vege-
tahle producta (nsluding tomntoes, pane, bonns, aweet
corn, becls, asparagus, ete) will be nearly 20 percent
Jarger than lsab senson's pack. Portly offsetiing the
incrensed pack, howerar, wos the smoller carry—over
from lost season.

Fruit supplics in the 1541-42 seazon will be only
moderntely larger than in the preceding senson.  How-
ever, production of manufactured dairy products—
evaporated milk, bubter, and checse—hns been at
record levals in recent months.

Table 3.~3¢lectsd Liwt of Purchases Made Under the Ex-
patydsd Purchase Program of the U 5. Deportinent of
Agriculrure from March 15, 11 chrougl Augpae 1§, F%41.)
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Expanded consumer income has besn the dominant
faotor In the incrensed demsnd for foodstufls. But
inar¢essed food purchases by the Department of Apri-
culbure under its program of * food for defense™ haz nlso
been s importont morket element, Some of the
heavier purchases are listed in table 3, Vhile totol
food purchases by the Drepuriment of Agricultore during
snch of the two fiacal yesrs prior to 194041 nveroged
100 million dollars, purchoses since March 15 havo beea
nt an annusl rate nearly five times as great and hove
heen accelorating. :
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Sigunlficancs of the Curlook,

The foregoing review of supply conditions in some of
the major consumer goods indwstries hne by no means
covered all the cascs where shortoges may, in vorying
degren, be fnlt, HRaw meterial supply abd tensporin-
tion difficulties in the furnibure wmduvsizy moy have
restrictive effecta oven if no formal ourtailment progrom
inadopted. Almoat all consumer goods requiring metal,
rubber, or plastice—camerss, toys, hardwars, cutlary,
muszical nstruments, clocks and wabches, and <oin
phonograph boxes—are likely to feel the effects of
material shortages.

Second to actusl owtput curteilment formony dursble
goods, the frct thot stande out most sharply in o
review of the pencrsl supply picture at the present tima
ta the roourrent indieation that, becauss of limited
materials or limitad uupamtms, exponsion of sepplies of
oconsumers’ goods generelly 13 becoming mm-easmg!
difficutt. Qne tmnapormhon hottlenock is already
hampering the ves of o major form of consumer trans-
portation equipment—passenger  automobiles, Sup-
plies of apporel, theugh not likely to bhe reduced (axvept
silk hosiery), counot be sxpanded anywhore nenr ns
much fromn prosent lovels a8 was possible o yoar ago;
outpui of certain textilea can scaresly ‘be cxpanded ot

{Contiaowd tmm p- 4
Job-Breakd own and Worker Traloing.

Widesprasd inability to obtain necessary labor despite
extensive unempioyment would be n poradex contrary
to all previous experience with the processes of ocon-
omic expeveion. Aotunlly, the unamployad labor
foroe will continue an important zaures of sdditional
workors for defense imdustries, even thouph unem-
ployed reserves of ekilled and semiakilled Jabor suitabla
for defonse manufacturing appenr to be menger, Tha
easen tial problem ia‘'one of skill requirementa, and these
" con he roducad in o manner permitting & considerablo
park of tha memployed to bo nbsorbad inte defense
plonta, if neadad.

Manufncturing procoszes ere, to o mnmdura.hlu
extent, adapinble to the skill characteristios of avnil-
nble labor. Thua, n complex process calling for & highly
skilled worker can, as & ruls, be broken down into
o sutdession of simple processes requiring only a
limited degres of lnhor skill readily acquired by prov-
iously unskilled workers. Thia procedure, known ws
“job-breckdown,” “down-processing” or “dilution,”
haz long beon & fenture of the technical cvolution of
lorge-scals industrics.

Presont skl requivements of the defense industries
reflect, in many msetances, praguctionr methods devels
vpad on- & small soale wnder pasé conditiona of labor
supply offering large numbers of bighly skilled workars.
Those produckion metheda are now being modificd, and
can be modified still further, in keeping with changad
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all. ‘Total food supplma nre :nurm.'amg, but total
demand 18 merensing even more, Under the genarn]
tendeney for increascd demond te outrun incrensed
supply, conditionz of apparent scarcity ore entirely
puoasible, since scarcity iz at all times & relative congept,

Tho general tendency in industry ofter industry to-
ward iasdequncy of supply to mect demand sugpesis a
aumber of possible conclusions. One iz that the need
for expansion of productive copacity in o wide range of
industries is very great.  Moreover, whare inventories
of scarce row materinls are unequally distributed, some
better alfocation moey be made. A second conclusion
is that systematic offerfs should be mads to teach
consumers how to make existing stocks of goods render
the moximuam possible period of service, Third, the
upward pressure on prices will grow befors it du:mn-
ishes; numerous indications poiat to ths likelihood of a
stmng upsurge of prices of goods ab the rstail stage in
the closing months of 1341, unlees foreeiul messures are
adopted by the Governmeunt agencies responsible for
controlling ench o development.

A final conclusion might be that the presout period
should faver the exponsion of many of the scrvive in-
dustrice, notably domestic scrvics, medical, nnd cnber-
toinment and recrention,

conditions of labor supply, as the defensn industries
expand their scale of output. To nssist in this, the
Labor Division of the Office of Produetion Monagemant
iz undertaking to hrenk dowm any defense produstion
procesa for which skillod workers cannot be found,
inta units of lnhor skill that ean bo acquired by prev-
ionaly imskilled worlcers in a yory short period of train-
ing, Suoch treining lhas heon provided to mora thon
! million workers during the pask year and double this
numbsr are expected o be antolled in training programs
aver the coming year. .

{iven oo adequate program of worker lraining, the
offecté of job<hrealdown, which ia aqually adopted to

' nondefense plants, will be to meke the unemployed

{unskilled) labor {orce o fully effective source of supply
for compotent defense, as well as nondefonse workoers.
It iz poasible, of couvas, due to lock of monagremont
initintive in brenking down job requirements in defense
plants, or to time factors and Irictions involved, thal
the defonse industrics may stil noad to draw some
gkilled workerz from pondefenss employment 4o an
cxtent groater thon the shift which will aceur because
of curtailmaens of civilian output in dursble lines.
However, the reault would be morely to shilt to nonde-
fenso industries a8 part of the task of sssimilating un-
cmploved labor into the smployed working forco. So
long as the unemployed labor fores remains adequote—
and it appenrs that it will be so through 1942—such
labor shortages as may develop should prove, in the
main, to be tomporary and localizad.



